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The  Self-Supporting  Transit  Program 


Philadelphians  now  have  before  them  for  consideration  a  definite 
self-supporting  program  for  transit  development. 

The  program  provides  for  the  elimination  of  8-cent  exchanges 
and  for  the  construction  and  operation  of  subways  and  elevated  rail¬ 
ways  as  required  by  the  City. 

CITY’S  POSITION  SAFE 

The  City  is  not  committed  by  the  program  to  the  expenditure  of 
any  vast  sum  of  money  for  the  proposed  constructive  enterprise,  but 
is  placed  in  a  position  to  proceed  with  the  transit  development  at  will 
and  as  gradually  or  as  rapidly  as  the  City  Councils  may  determine 
for  the  City’s  best  interests. 

The  program  provides  for  the  operation  of  the  municipal  lines  as 
a  part  of  one  great  unit  for  the  best  possible  public  service  at  a 
minimum  cost.  It  secures  many  advantages  to  the  City  and  for  the 
people. 

At  this  time  I  shall  only  speak  of  the  City’s  ability  to  finance  its 
part  of  the  program  without  burdening  the  taxpayers. 

The  program  proposes  that  the  City  shall  build  and  own : 

Approximate  Cost 


Broad  Street  Subway  and  Delivery  Loop .  $34,682,(X)0 

Frankford  Elevated  Line . .  6,510,000 

Darby  Elevated  Line  . . . 1. .  .  4,390,000 


Total  . . . .  .,  $45,582,000 


That  the  Camden  Tube  be  constructed  by  outside  capital  under 
a  50-year  franchise  at  an  approximate  cost  of  $6,000,000. 

That  the  equipment  for  all  of  the  municipally-owned  lines  be  pro¬ 
vided  by  the  P.  R.  T.  Co.  at  an  approximate  cost  of  $11,996,000. 

The  City  has  ample  borrowing  capacity  to  raise  its  share  of  the 
money  required  (approximately  $45,582,000) . 


The  Supreme  Court  of  the  State  has  decided  that  the  borrowing 
capacity  of  the  City  has  been  increased  to  an  extent  equal  to  7%  of 
the  assessed  valuation  of  taxable  personal  property  in  Philadelphia, 
which  for  this  year  is  $569,585,609.75 ;  therefore,  the  City  has  an 
added  borrowing  capacity  of  $39,870,992.10  in  excess  of  such  bor¬ 
rowing  capacity  as  it  has  at  this  time  otherwise,  due  to  increase  in 
taxable  values  of  real  estate  and  to  the  operation  of  the  sinking 
fund.  The  Constitutional  Amendment  pending  will  further  increase 
the  general  borrowing  capacity  of  the  City  from  7%  to  10%. 


A  GOOD  BUSINESS  BARGAIN 

Having  thus  established  the  City’s  financial  ability  to  carry  out  the 
program,  we  must  carefully  consider  whether  the  program  constitutes 
a  good  business  bargain  for  the  City  to  enter  into. 


START  CONSTRUCTION  SOON 

It  will  be  entirely  feasible  for  the  City  to  begin  early  in  1915  the 
construction  of  the  Frankford  Elevated  Line  and  of  certain  sub-street 
structures  outside  of  the  line  of  the  Broad  Street  Subway  and  Delivery 
Loop  (which  will  have  to  be  rearranged  prior  to  the  removal  of 
certain  structures  in  the  line  of  the  Subway  and  Delivery  Loop). 

The  construction  of  the  Camden  Tube  should  be  begun  at  the 
same  time.  Thus  a  substantial  start  would  be  made  toward  carrying 
out  the  broad  plan  for  transit  development  and  only  a  small  amount  of 
money  would  be  needed  during  1915  for  that  purpose. 

By  proceeding  along  such  conservative  lines,  the  City  before 
embarking  upon  the  expenditure  of  any  large  sums  of  money,  would 
be  enabled  to  avail  itself  of  the  advantages  of  the  Constitutional 
Amendment  which  has  already  passed  one  session  of  legislature  and 
which  will  be  finally  acted  on  at  the  general  election  in  November  of 
next  year. 

We  must  pause  here  to  consider  n/hat  our  situation  would  he  if 
the  proposed  Constitutional  Amendment  should  be  defeated  at  the 
general  election  in  November,  Tpi^. 

The  first  and  most  emphatic  answer  to  this  is,  'We  must  not  let 
it  he  defeated!” 
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The  people  of  Pennsylvania,  when  fully  informed,  will  vote  af¬ 
firmatively  on  this  Constitutional  Amendment,  which  is  reasonable 
and  just,  in  aid  of  Philadelphia’s  welfare,  development  and  progress. 

If  it  should  fail  of  adoption  the  City  would  only  be  committed  to 
construction  contracts  aggregating  approximately  $7,000,000  for  the 
completion  of  the  Frankford  Line  and  for  the  preliminary  zvork  sug¬ 
gested  for  Broad  Street,  and  a  real  start  would  have  been  made  in 
carrying  out  the  program.  The  Frankford  Elevated  Line  is  by  far 
the  most  promising  of  all  the  recommended  municipal  lines  from  an 
earning  standpoint.  It  would  be  more  nearly  self-supporting  from 
the  start,  solely  out  of  earnings,  than  any  other.  Any  preferential 
payment  due  the  Company  by  reason  of  diversion  of  net  income  by  the 
Frankford  Elevated  Line  or  any  other  municipally-owned  line,  as  pro¬ 
vided,  would  be  subject  to  the  following  credits  or  deductions: 

Rental  for  use  of  Market  Street  Subway. 

Profits  from  Camden  Tube. 

Difference  between  operator’s  actual  investment  charge  and  the 
6%  allowed  therefor. 

The  City  would  have  been  subjected  to  a  fixed  charge  (in 
absence  of  constitutional  relief)  of  on  000, 000,  or  only 

$455)000  per  annum.  It  would  have  azmlable  to  meet  this  fixed 
charge,  after  deducting  the  reasonable  payments  allowed  the  operator, 
the  net  earnings  of  the  Frankford  Elevated  Line  remaining,  and  to 
offset  any  loss  in  meeting  the  fixed  charge  out  of  such  net  earnings 
zvould  have  the  following: 

1.  Subsidy  granted  by  State — i-mill  on  assessed  valuation  of  taxable 

personal  property,  upwards  of  $569,000  per  annum. 

2.  Such  abnormal  increase  in  tax  returns  to  the  City  as  would  result 

from  the  increased  values  of  real  estate  produced  by  the 
development. 

3.  The  elimination  of  an  increasing  annual  charge  on  the  traveling 

public  for  exchange  tickets,  now  amounting  to  $800,000  per 
annum,  for  all  time,  in  consideration  of  suspending  certain 
tax  payments  by  the  Company,  amounting  to  $116,000  per 
year,  for  six  years  only,  and  by  surrendering  and  postponing 
certain  sinking  fund  payments,  to  be  fully  returned  to  the 
City  later  under  the  new  sinking  fund  provisions. 
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Thus,  if  the  proposed  contract  with  the  Company  he  entered  into, 
work  can  he  actually  started  on  the  construction  of  the  Camden  Tube 
and  the  municipally- ozone  d  Frank  ford  Elevated  Line  in  ipi3,  exchange 
tickets  will  he  eliminated  as  arranged  for,  and  an  excellent  business 
bargain  zmll  be  consummated  for  Philadelphia,  even  though  the  Con¬ 
stitutional  Amendment  should  fail  of  adoption  at  the  general  election 
in  November,  ipij.  If  the  Constitutional  Amendment  should  fail — 
which  it  won’t — the  City  might  be  compelled  to  pause  or  to  go  ahead 
more  deliberately  in  the  development  than  would  otherwise  be  justified. 

The  next  step  is  to  consider  what  the  City's  situation  would  he 
at  this  juncture,  if  the  proposed  ConstiHitional  Amendment  he  adopted 
at  the  general  election  in  November,  ipij.  The  City  would  then  be 
able  to  promptly  carry  through  the  entire  program  for  transit  develop¬ 
ment  on  most  advantageous  terms. 

The  proposed  Constitutional  Amendment  provides,  among  other 
things,  that  in  incurring  indebtedness  for  transit  development  and  for 
the  development  of  wharves  and  docks,  the  City  of  Philadelphia  may 
issue  its  obligations  for  terms  of  50  years  instead  of  30  years,  as  at 
present,  with  provisions  for  adequate  sinking  funds,  but  allowing 
payments  to  such  sinking  fund  to  be  in  equal  or  graded  annual  in¬ 
stallments.  Further,  that  such  obligations  may  be  in  amount  suffi¬ 
cient  to  provide  for  and  may  include  the  amount  of  interest  and 
sinking  fund  charges  accruing  and  which  may  accrue  thereon 
throughout  the  period  of  construction  and  until  the  expiration  of 
one  year  after  the  completion  of  the  work,  and  that  the  City  shall 
not  be  required  to  take  account  in  its  tax  levy  of  such  interest  and 
sinking  fund  charges  until  one  year  after  the  completion  of  the  work. 

Under  the  existing  onerous  conditions  of  the  Constitution,  the 
City  is  required  to  pay,  in  addition  to  4%  interest,  2-^%  per  annum 
into  the  sinking  fund.  The  fixed  charge  is  therefore  6-j4%  per 
annum. 

After  the  adoption  of  the  pending  Constitutional  Amendment 
the  City  will  be  able  to  issue  50-year  bonds  instead  of  30-year 
bonds.  It  takes  less  than  1%  per  annum  paid  into  the  sinking  fund 
to  extinguish  50-year  bonds  at  maturity,  as  against  2-p2%  per  an¬ 
num  now  charged  to  extinguish  30-year  bonds  at  maturity. 

Thus  the  City’s  average  annual  sinking  fund  payments  on 
money  borrowed  will  be  reduced  from  2-^2,%  per  annum  to  1%  per 
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annum,  which  added  to  the  current  rate  of  interest,  4%,  would 
make  the  City’s  total  average  fixed  charge  5%  per  annum. 

Furthermore  the  pending  Constitutional  Amendment  provides 
that  a  graded  sinking  fund  may  be  established.  Thus  the  City 
will  be  enabled,  by  the  Amendment,  to  borrow  the  money  at  4% 
interest  to  provide  for  one-quarter  of  1%  to  be  paid  into  the  sinking 
fund  during  the  first  5  or  10  years  and  for  the  sinking  fund  payments 
to  be  increased  thereafter  in  percentage  sufficient  to  retire  the 
obligations  at  maturity. 

Under  the  Constitutional  Amendment  the  total  interest  and  sinking 
fund  charges  for  the  early  years,  after  the  first  year  of  operation  of 
all  of  the  recommended  municipal  lines,  would  amount  to  only 
$2,01^,561  per  annum,  4-fA%  on  (which  amount  includes 

the  interest  and  sinking  fund  payments  accruing  during  the  first  year 
of  operation)  until  such  time  as  the  sinking  fund  payments  increase 
gradually  according  to  the  graded  scale  designated  in  advance. 
After  the  adoption  of  the  Constitutional  Amendment,  all  interest 
and  sinking  fund  payments  accruing  on  City  bonds  issued  from 
time  tO'  time  for  the  construction  of  transit  facilities,  up  to  the 
beginning  of  the  second  year  of  the  actual  operation  thereof, 
would  be  provided  for  out  of  the  proceeds  of  bonds  sold,  and  the 
City  would  not  be  required  to  levy  a  tax  to  pay  said  interest  and 
sinking  fund  charges.  Thus,  I  hccue  shown  that,  with  the  aid  of  the 
Constitutional  Amendment,  the  entire  undertaking  will  not  impose  any 
charge  whatever  on  the  current  revenues  of  the  City  until  a  year  after 
the  new  high-speed  lines  are  in  operation  (provided  the  Constitutional 
Amendment  he  adopted),  excepting  the  charge  on  the  comparatively 
small  amount  of  money  which  will  he  borrowed  in  ipi^. 

The  question  now  is,  what  would  the  City  and  people  get  as  con¬ 
sideration  for  the  issuing  of  approximately  $48,000,000  of  City  bonds 
and  assuming  an  annual  fixed  charge  of  $2,oip,^6y,  which  would  he 
ilowly  increased  later  by  reason  of  the  increasing  scale  of  sinking 
fund  payments?- 

The  answer  is : 

I.  All  net  earnings  produced  by  the  recommended  lines 

after  deducting  the  reasonable  payments  allowed  operator. 
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2.  Subsidy  granted  by  the  State,  viz.,  the  i-mill  on  the 
assessed  valuation  of  taxable  personal  property  which  now 
amounts  to  $569,585,609.75  per  annum,  and  which  will  increase 
from  year  to  year. 

3.  The  vast  increase  in  tax  return  to  the  City  Treasury 
which  will  result  from  the  abnormal  increase  in  taxable  values 
following  the  transit  development. 

4.  The  elimination  of  the  ever-increasing  charge  on  the 
public  resulting  from  the  exchange  tickets  as  stated,  now 
amounting  to  approximately  $800,000. 

5.  Increase  in  the  efficiency  of  the  population  due  to  time 
saved,  which  capitalized  on  a  basis  of  15  cents  per  hour  at  5%, 
would  amount  to  upwards  of  $38,000,000. 

6.  Enlargement  of  the  City’s  areas  available  for  develop¬ 
ment,  making  comfortable  and  economical  homes  readily  avail¬ 
able  to  all. 

7.  Elimination  of  present  and  ever  increasing  congestion. 

8.  Acceleration  and  direction  along  proper  lines  of  the  City’s 
growth  in  population  and  in  commercial  and  industrial 
importance. 


WARNING  AGAINST  LOOSE  STATEMENTS 

In  closing  I  wish  to  warn  the  people  of  Philadelphia  against  some 
rather  loose  statements  which  have  been  made  recently  regarding 
the  probable  effect  of  the  transit  program  on  the  tax  rate  of  the 
City  of  Philadelphia.  I  have  endeavored  to  show  clearly  that  the 
maximum  annual  liability  which  the  City  would  assume  by  reason 
of  issuing  all  of  the  bonds  necessary  to  complete  the  entire  program 
as  outlined  would  amount  to  only  $2,019,567  per  annum  in  the  early 
years  of  operation  and  that  the  offsets  which  the  City  would  have 
available  to  meet  this  annual  liability  would  be  more  than  sufficient 
to  fully  counter-balance  it. 
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EFFECT  ON  TAX  RATE 

We  are  constantly  hearing  that  the  transit  program  may  in¬ 
crease  the  present  $1.50  tax  rate  in  the  City  to  $2  or  $2.25.  As 
the  assessed  valuation  of  taxable  real  estate  in  Philadelphia 
amounts  to  upwards  of  $1,641,000,000  at  the  present  time,  an 
increase  of  10  cents  on  $100  in  the  tax  rate  would  yield  upwards 
of  $1,641,000  per  annum,  which  amount  added  to  the  i-mill  tax 
on  personal  property  ($569,000  per  annum)  granted  to  the  City  by 
the  State  as  a  subsidy  in  aid  of  transit  development,  would  make 
a  total  of  upwards  of  $2,210,000  per  annum,  an  amount  in  excess 
of  the  City’s  maximum  annual  liability  under  any  possible  condi¬ 
tions  resulting  from  the  carrying  out  of  the  entire  program  as 
outlined.  An  increase  of  10  cents  on  $100  in  the  tax  rate  would  be  the 
very  maximum  amount  of  liability  which  could  be  imposed  upon 
the  City  in  the  carrying  out  of  the  entire  program  as  outlined,  if 
the  new  lines  earned  nothing  whatever  above  the  payments 
allowed  the  operator  and  if  the  City  had  not  the  other  offsets  speci¬ 
fied,  including  any  profits  resulting  to  the  City  from  the  operation 
of  the  municipal  lines. 

As  the  transit  programi  will  be  self-supporting  and  the  only  con¬ 
tingent  liability  which  the  City  would  assume  amounts  to  less  than  10 
cents  on  $100  of  assessed  valuation  of  taxable  real  estate,  ftdly  and 
completely  offset  as  above  stated,  it  will  not  increase  the  tax  rate. 

There  is  a  great  world-wide  awakening  to  the  view  that  com¬ 
munities  must  collectively,  for  the  good  of  all,  undertake  wider 
spheres  of  service  and  that  the  community  itself  should  retain,  to 
a  greater  degree,  the  unearned  increment  in  values  which  is  created 
by  the  concentration  of  its  own  population  and  by  its  own  activities. 
Here  now  within  our  own  City  we  have  an  undoubted  urgent  need 
for  better  means  of  transportation.  Private  interests  cannot 
handle  this  proposition  without  municipal  aid.  No  one  can  reason¬ 
ably  doubt  that  the  comprehensive  transportation  system  proposed 
will  in  time  develop  ample  direct  earning  capacity,  not  only  to 
carry  itself  but  to  actually  relieve  taxation  for  other  purposes. 

A.  M.  TAYLOR 

Director 
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